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Meeting Agenda 

8:30 – 9am Registration and Light Breakfast

9 – 9:15am Welcome & Introductions

Audrey Tayse Haynes, Secretary, Cabinet for Health and Family Services

9:15 am – 11:45am Presentation & Facilitated Discussion

Ken Keller, Vice President, The Advisory Board Company

• Overview of SIM Model Design Project & Relevant Health Industry 

Changes – Ken Keller

• Challenges and Opportunities for Rural Hospitals in an Era of Health 

System Transformation – Open Discussion

• Adapting Successfully in a Time of Change - Strategies and Models for 

Success – Ken Keller

• Question & Answer Session

11:45 am – 12pm Closing: Next Steps in the SIM Process; Rural Hospitals as Key 

Partners in the Process

Emily Whelan Parento, Executive Director, Office of Health Policy
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The Common Fundamental Challenge Facing Providers Today
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Pressure from Payers not the Only Provider Challenge
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Health Reform Continues Full Steam Ahead

Affordable Care Act Remains (Mostly) Intact After Legal, Political Challenges

Source: Health Care Advisory Board interviews and 

analysis.

Major Milestones of ACA Rollout

2012–2018

2014 

Launch of Coverage 

Expansion

• Guaranteed issue 

• Community rating

• Health insurance 

exchanges

• Individual, employer 

mandates

• Optional Medicaid 

expansion to 133% 

of the Federal Poverty 

Level (FPL)

• Medicare tax increase

• Excise tax on medical 

devices

• Disproportionate Share 

Hospital (DSH) payment 

reductions

2013

Implementation of New 

Financing Mechanisms

• Medicare Advantage 

bonuses

• Hospital Value-Based 

Purchasing Program

• Medicare Shared Savings 

Programs

• Hospital Readmission 

Reduction Program

• Center for Medicare and 

Medicaid Innovation 

(CMMI)

2012

Rise of Accountable 

Payment Models

• Hospital-acquired 

condition penalties

• Independent Payment 

Advisory Board (IPAB) 

recommendations

• Individual, employer 

penalty increases

• Excise tax on “Cadillac” 

health plans

2015-2018

Elevated Penalties for 

Drivers of Excess Cost
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Tenuous Financial Model of Hospitals at a Crossroads
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The Market Forces Pushing Ahead Independent of the ACA



 Overview of SIM Model Design
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CMS’ Goals for the SIM Program

The Centers for Medicare & Medicaid Services (CMS) State Innovation Model (SIM) initiative is focused on 

testing the ability of state governments to use regulatory and policy levers to accelerate health 

transformation. 

Current System Future System

• Uncoordinated, 

fragmented delivery 

systems with highly 

variable quality

• Unsupportive of patients 

and physicians

• Unsustainable costs 

rising at twice the 

inflation rate

• Affordable 

• Accessible to care and 

to information

• Seamless and 

coordinated

• High-quality – timely, 

equitable, and safe

• Person- and family-

centered

• Supportive of clinicians 

in serving their patient’s 

needs

• CMS is providing financial and technical 

support to states for developing and testing 

state-led, multi-payer health care payment 

and service delivery models that will impact 

all residents of the participating states

• The overall goals of the SIM initiative are to:

− Establish public and private collaboration 

with multi-payer and multi-stakeholder 

engagement

− Improve population health

− Transform health care payment and 

delivery systems

− Decrease total per capita health care 

spending

Improve health system 

performance
Increase quality of care Decrease costs

CMS’ Triple Aim Strategy 

 Source: CMS SIM Round Two Funding Opportunity Announcement Webinar
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• Nearly $300 million was awarded to 25 states in December 2012 to 

design or test innovative health care payment and service delivery 

models during Round 1 of the SIM initiative. 

• Awardee Breakdown

− Model Testing Awards: 6

− Model Pre-Testing Awards: 3

− Model Design Awards: 16

Round 1 SIM Grant Recipients

• CMMI added more parameters in Round 2 that better correlate with 

successful statewide health transformation. It also selected Model 

Test/Model Design applications based on their potential to impact the 

health of the entire state population.

• In December 2014, more than $660 million was provided to 32 awardees 

(28 states, three territories, and the District of Columbia) for Round 2. 

• Awardee Breakdown:

− Model Testing Awards: 11

− Model Design Awards: 21

Round 2 SIM Grant Recipients

Current Landscape of the SIM Program

The Center for Medicare & Medicaid Innovation (CMMI) within CMS awarded states cooperative 

agreements in two rounds to design and implement strategies for service delivery and payment reform.
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Components of a SIM Model Design

CMS requires a State Health System Innovation Plan – also referred to as the “Model Design” – as the 

final deliverable for a SIM Model Design grant.

State Health System 

Innovation Plan 

(SHSIP)

Health care 

delivery system 

transformation 

plan

Payment and/or 

service delivery 

model

Plan for 

leveraging 

regulatory 

authority

Health 

Information 

Technology 

(HIT) plan

Stakeholder 

engagement 

plan

Quality measure 

alignment

Monitoring 

and 

evaluation 

plan

Alignment with 

state and 

federal 

innovation  Components of a 

successful Model 

Design



 Challenges and Opportunities for 

Rural and Small Hospitals
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Rural Providers Rely on Strong Collaborative Relationships
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Opportunities to Leverage for Population Health Management 
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Putting Principles into Practice
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Results Attained and Delivered
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“Sustainable Growth Rate” (SGR) and  Impact to Physicians

• Permanent repeal of the SGR will dramatically alter Medicare payments to physicians

• The “Medicare Access and CHIP Reauthorization Act of 2015” (MACRA) will 

significantly accelerate Medicare’s shift toward value-based payments for physicians

• MACRA introduces two value based payment “tracks” for physicians

– The Merit-Based Incentive Payment System - MACRA consolidates and expands 

pay-for-performance incentives within the fee-for-service system, creating the new 

Merit-Based Incentive Payment System (MIPS). Under MIPS, the Physician Quality 

Reporting System (PQRS), EHR Incentive Program, and Physician Value-Based 

Modifier become part of a single payment adjustment to physician payments 

beginning in 2019.

– The Alternative Payment Models Track - MACRA allows providers participating in 

“Alternative Payment Models” (APMs) to opt out of MIPS if providers meet increasing 

thresholds for the percentage of their revenue they receive through qualifying 

financial risk arrangements under the APMs.
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… By Creation of Two Payment Tracks for Providers

Providers Must Choose Enhanced FFS1  or Accountable Care Options

Source: The Medicare Access and CHIP 

Reauthorization Act of 2015;  Advisory Board analysis.

1. Fee for service. 

2. Positive adjustments for professionals with scores above the benchmark may be scaled 

by a factor of up to 3 times the negative adjustment limit to ensure budget neutrality.  In 

addition, top performers may earn additional adjustments of up to 10 percent. 

3. APM participants who are close to but fall short of APM bonus requirements will not 

qualify for bonus but can report MIPS measures and receive incentives or can  decline 

to participate in MIPS.

Merit-Based Incentive Payment System

2020: -5% to +15%1 at 

risk

2019: Combine PQRS, MU, & VBM 

programs: -4% to +12%1 at risk

2022 and on: -9% to 

+27%1 at risk

2021:  -7% to +21%1 at 

risk

2018: Last year of separate MU, PQRS, 

and VBM penalties

2015:H2 – 2019: 0.5% annual update 2026 and on:  0.25% 

annual update

2020 – 2025:  Frozen payment 

rates

2019 - 2024:  5% participation bonus

Advanced Alternative Payment Models2

2019 - 2020:  25% Medicare 

revenue requirement
2021 and on: Ramped up Medicare or all-

payer revenue requirements

2026 and on:  0.75% 

annual update

2015:H2 – 2019: 0.5% annual update 2020 – 2025:  Frozen payment 

rates



 Adapting in A Time of Change

 Strategies and Models for Success
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Starting with the Hospital’s own Employee Population
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Build Wellness Promotion Model for Scalability
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Adirondack Medical Home Pilot
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Delivering Tangible Results – Benefitting all Stakeholders
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Components of an Effective Overall Program
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Collaborating to Deliver More Services Virtually
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Moving Forward with Telehealth Services
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Me-Visit Mobile App Outcomes
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Redefining the Acute Care Episode

Bundled Payments Drive Delivery System Integration

1) Center for Medicare and Medicaid Innovation.

Bundled Payment Framework

Lump Sum Payments Drive Integration 

Through Shared Accountability

Payer

Physician 

Services

Hospital 

Services

Post-Acute 

Services

Program in Brief: Medicare’s Bundled 

Payments for Care Improvement 

• CMMI1 initiative offering four voluntary 

bundled payment models; more than 450 

providers selected to participate

• Models 1-3 provide retrospective 

reimbursement; Models 2 and 3 include post-

episode reconciliation; Model 4 offers single 

prospective payment

• Acute care hospitals, physician groups, health 

systems eligible for all models;     post-acute 

facilities may participate without hospitals in 

Model 3

• Physicians eligible for gainsharing bonuses 

up to 50 percent of traditional fee schedule

• For all models, applicants must propose 

quality measures, which CMS will use to 

develop set of standardized metrics

Source: Centers for Medicare and Medicaid Services; Health Care 

Advisory Board interviews and analysis. 
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Defining and Contracting for Episodes of Care

The Tennessee Definition
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Mechanics of the MSSP Model
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Adopting and Adapting the MSSP for Local Use
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Physician Led Adopters Beginning to Move the Financial Dial



 General Discussion

 Questions and Answers


